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1. Introduction and Summary 
The CSSA is the national trade association that represents the UK contract cleaning industry. Its membership comprises 70% of the industry’s turnover. The CSSA is delighted to have this opportunity to contribute to the Low Pay Commission’s study of the impact of changes to the National Minimum Wage. As in previous years’ submissions the CSSA surveyed its members to gather the latest information on the impact of the minimum wage increases. The survey also asked for information on wage rates, differentials, turnover and other foreseeable impacts. 
This year, companies employing a total of 48,000 employees responded to the CSSA survey. 

2. National Minimum Wage Survey 2012 – results in summary 
· Employment has dropped in the sample of employers by 5.6% between 2011 and 2012. 
· The number of workers on NMW remains high at 62% in 2012.
· In 2012 £6.25 per hour remains an effective wage ceiling, with 76% of workers being paid less than this.

· The proportion of workers being paid at or nearly at the London Living Wage is at a low point of 4% in 2012. 

· The announced increase in NMW for October 2012 will cost the cleaning industry between £25 million and £30 million.

· Employers need longer notice of NMW increases and LPC recommendations covering at least 3 years.
· The impact of pension auto-enrolment on the costs of doing business in a labour intensive sector is already significant and will grow further as more businesses auto-enrol their staff.

· Client reactions to NMW increases lead to cuts in hours worked and reduced cleaning quality. 

· Any change to NMW in 2013 should be at or lower than the current 2.5% movement in average earnings
3. The UK Contract Cleaning Industry
The Cleaning Industry in the UK is a large employer with an estimated 448,400 employees operating in over 10,000 companies. According to a study conducted by Asset Skills, citing a report from Plimsol, a third of all companies in the sector are currently operating at a loss with many as one in four of the remainder in some kind of financial difficulty. 
Asset Skills estimates that approximately 58% of the working population is female nationwide while 53% of employees in the sector work on a part time basis. The majority of the workforce (66%) is aged between 25 and 54. The vast majority of the client base of CSSA members is based in the private sector (80%) with the remainder in the public sector.  
4. Current Wage Levels in the UK Contract Cleaning Industry

The graphs below show the current wage levels in the UK cleaning industry and a comparison with the levels from the same businesses in 2011.
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5. Analysis

A number of issues stand out in the analysis. 
Firstly, this is the first year in which the number of employees in the CSSA sample has fallen from the previous year. Employee numbers in the sample group fell from 48,100 to 45,383, a decline of 5.6%. 
Secondly, the proportion of employees being paid at NMW has increased year on year from 57.7% in 2011 to 62.2% in 2012.

Thirdly, a pay rate of £6.25 per hour continues to be an effective ceiling, with 78% of employees being paid less than this in 2011 and 76% being paid less in 2012. Pay differentials continue to contract and the bulk of the workforce is paid in the narrow range of £6.08 to £6.25. 

The number of people paid at either apprentice rates and/or young person’s rates has grown a little and now corresponds to 3.7% of the workforce, up from 1.4% in 2011 and zero in previous years. This reflects the impact of various apprenticeship schemes in encouraging younger workers into the industry.

In 2012, the proportion of workers being paid at the highest rate of pay, including the London Living Wage rate, was at 4%. This is the lowest that it has been for some years.  

6. Other Issues with the National Minimum Wage 
CSSA Members raised a number of other issues about the rate of NMW and the process for determining it:

CSSA members were unanimous in their view that the continued increases in NMW had reduced pay differentials in the sector, a view backed up by the survey evidence presented above.
The respondents to the survey estimated that their cost of NMW compliance in October 2012 (£6.08 to £6.19) would be £2.7 million. If the whole industry is similarly affected, then the cost will be in the range of £25 to £30 million. 

The issue of pension auto-enrolment was mentioned by all respondents as a significant cost that they currently have to bear. They noted that this was driving a substantial increase in administration costs. However, most cleaners and supervisors were likely to opt out.

It was also noted that pension auto-enrolment provided a perverse incentive for employers to reduce hours so that quoted pay would be lower than the thresholds for auto-enrolment.

A large majority of the CSSA members responding to the survey wanted the Commission to provide more notice of increases in NMW and also to publish recommendations for a longer period than 1 year. CSSA members reported a definite trend towards longer term fixed price contracts and a longer term view of the track of NMW would militate against under-quoting (and making a loss) or over-quoting (and losing the business)
Similarly, a large majority of CSSA members were concerned about the impact of increases in NMW on their relationships with clients. Members felt that increases in NMW, even though they were announced in advance, led to contract churn, retendering and forced restructuring of services, so that clients could keep the overall costs the same. The consensus view was that hours worked and quality of clean suffered every time there was such an increase. One CSSA member quoted a City client reaction to an NMW increase:

“I am paying more for the same staff and I am not seeing any additional benefit in terms of service levels and what I am getting for my money”.
7. Living Wages

The CSSA continues to support the voluntary introduction of a higher “Living Wage” in cleaning contracts. This is not inconsistent with our robust views about the National Minimum Wage. Changes to NMW are both statutory and unconditional. They do not provide an opportunity to promote changes in working patterns, improvements in customer service or productivity. As a result, increases in NMW are a deadweight cost. However, the introduction of a “Living Wage” is a voluntary undertaking and requires the informed consent of the workforce, clients and contractors. It can be timed to suit the business and be made conditional on changes and improvements in the way in which the service is delivered. 
8. Verbal Evidence

The CSSA understands that the Low Pay Commission will be taking verbal evidence from interested parties in November. The CSSA would welcome the opportunity to present our evidence and discuss any issues the Commissioners may have.
9. Recommendations

The CSSA would like to make the following recommendations to the Low Pay Commission:

· The Commission should give due weight to the decline in employment reported in the sector when considering a potential 2013 change in NMW;

· The Commission should recognise the impact on margins of the administrative burdens of managing pension auto-enrolment in a rapidly changing workforce such as in the cleaning industry;

· The Commission should reflect on the impact on client relationships and the quality of service in proposing changes to NMW;

· The Commission should reflect on the timeliness of the information it provides to employers about changes to NMW and the period of time covered by its recommendations;

· The CSSA proposes that NMW recommendations should cover a 3 year period to give employers more notice of future changes
· The CSSA recommends that in view of the current economic situation, year on year changes should range between 0% and a 2.5% increase. The Commission should give strong consideration to the proposition that there should be no increase at all in 2013.  
10. Conclusion
The economic climate in the autumn of 2012 remains uncertain. This, combined with the falling number of cleaning jobs, the effects of pension auto-enrolment and the impact of client responses to increases in NMW should lead the Commission to take a cautious approach in considering any increase to NMW in 2013. A multi-annual approach might allow for the pre-announcement of increases in 2014 and 2015 and thus provide some flexibility for a lower increase or no change in 2013. 
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